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The purpose of this study is to examine the relationship between competition and innovations. Making use of growth models where the incentive
effects of competition on innovation, and consequently growth, are considered, the effect of competition on technological progress is examined.
The interplay between competition and corporate governance and their combined effect on innovations are also examined. Furthermore, the
interaction between R&D subsidies and competition and the additionality of an R&D subsidy are analytically elaborated as an extension to the
already formulated model of an inverted U-shape relationship between competition and innovations.
The three key hypotheses analyzed in this study are: 1) competition policy has important complementarities with R&D policy in the fostering of
an innovative environment; 2) R&D subsidies should in all cases be carefully monitored; 3) the additionality of R&D subsidies tends to be
strongest at moderate degrees of competition.
The findings are that the degree of competition within the industry should be taken into account in the granting of R&D subsidies. A policy mix
of R&D policy and competition policy may increase the additionality of an R&D subsidy. As for the monitoring of subsidies, the findings are
that all forms of subsidies to R&D ventures should be carefully monitored. Finally, an R&D subsidy tends to have strongest additionality at
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